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U. S. Department of Transportation 3
Attn: Secretary

c/o Surface Transportation Board

Equipment Recordation Office

395 E Street SW

Washington, D. C. 20423-0001

Dear Board:

Enclosed for recordation pursuant to the provisions of 49 U.S.C. Section 11303 (1) are original
copies of two (2) Security Agreements, both dated January 11, 2011, together with ten (10)
copies of each agreement, both of which a primary documents as defined in the Commission’s
rules for recordation of documents under 49 CFR 1177. The first security agreement is between
Manufacturers and Traders Trust Company and Adirondack Railway Preservation Society, Inc.
and covers Engine No. NBEC 1835 to be renumbered ADIX 1835. The second security agreement
is between Manufacturers and Traders Trust Company and Adirondack Railway Preservation
Society, Inc. and covers Engine No. NBEC 1845 and to be renumbered ADIX 1845. The security
agreements give Manufacturers and Traders Trust Company a lien on Engines NBEC/ADIX 1835
and 1845, to serve as collateral for a loan evidenced by a promissory note.

The names and addresses of the parties to the enclosed documents are:
Engine ADIX 1835 (formerly NBEC/1835)

Lender: Manufacturers and Traders Trust Company
M & T Center
One Fountain Plaza - 3™ Floor
Buffalo, New York 14240

Borrowers:  Adirondack Railway Preservation Society, Inc.
321 Main Street - Union Station

Utica, New York 13501
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Engine ADIX 1845 (formerly NBEC /1845)

Lender: Manufacturers and Traders Trust Company
M & T Center
One Fountain Plaza - 3 Floor
Buffalo, New York 14240

Borrowers:  Adirondack Railway Preservation Society, Inc.
321 Main Street ~ Union Station
Utica, New York 13501

A description of the railroad equipment covered by the enclosed documents is as follows:

) Engine ADIX 1835 (formerly NBEC 1835)
Model RS18U
Diesel, Electric Locomotive

2) Engine ADIX 1845 (formerly NBEC 1845)
Model RS18U
Diesel, Electric Locomotive

Enclosed is a check in the amount of $82.00 payable to the order of the Surface Transportation
Board, covering the required recordation fees for both agreements.

Please stamp and return for our files the copy of the transmittal letter and copies of each Security
Agreement which are unnecessary for your use.

A short summary of the documents to appear in the index is as follows:

Security Agreement dated January 11, 2011 between Adirondack Preservation Society,
Inc., Borrower, and Manufacturers and Traders Trust Company, Lender, covering Locomotive
ADIX 1835;

Security Agreement dated January 11, 2011 between Adirondack Preservation Society,
Inc., Borrower, and Manufacturers and Traders Trust Company, Lender, covering Locomotive
ADIX 1845;

If you need any additional information or fees, please contact our office.

TPQ/fac
Englbsure(s)
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HMarufact.rers and Traders Trust Company

SPECIFIC SECURITY AGREEMENT
New York

Debtor (Namey ADIRONDACK RAILWAY PRESERVATION SOCIETY, INC.

tOrgamzational Structure)  Not for Profit Corporation

(Siate Law organized under): New York

(Organizational Identificanon Number, 1f any; note that this 1s NOT a request for the Taxpayer Identificanon Numnber)
{Address of residence/chief executive office): 321 Main Street, Union Station, Utica. New York 13501

Bank/Secured Partv: Manufacturers and Traders Trust Company, a New York banking corporation with its banking offices at
Onc M&T Plaza. Buffalo. New York 14203 Atcntion: Office of General Counsel

For good and valuable consideration, the receipt and sufficiency of which is acknowledged. and intending to be legally bound, Debtor
agrees with Secured Party as follows:

1. Security Interests.

1.1  Grant. As secunty for the prompt and complete payment and performance when due of all of the Obligations, Debtor
does hereby grant to Secured Party a continuing security interest {“Secunity Interest™) in alt property of Debtor listed on Exhibit A
* hereto {or, i there 1s no Exhibit A or Exhibit A has not been completed. in all personal property and fixtures of Debtor, including,
without limitation, all accounts, chattel paper, investment property. deposit accounts, documents, goods. equipment, farm products,
gencral intangibles (including trademarks. service marks, trade names, patents, copynghts. licenses and franchises), imstruments,
inventory, money. letter of credit rights, causes of action (including tort claims) and other personal property (including agreements and
mnstruments not constituting chattel paper or a document, general intangible or instrurment)), wherever located, whether now existing
or owned or hereafter anising or acquired. whether or not subject to the Uniform Commercial Code, as the same may be in effect m the
State of New York, as amended from time fo time (“UCC”). and whether or not affixed to any realty. including (i} all addiuons to,
accessions 10, substitutions for, replacements of and supporting obligations of the forezomg, (1) all proceeds and products of the
foregomnge, including. without limitation. insurance proceeds; and {nit all business records and information relating to any of the
toregoing and anv software or other programs for accessing and manipulating such information (coliectively. the “Collateral™).

1.2 Obligations. The term *“Obligations™ means any and all indebtedness or other obligations of Debtor to Secured Party in
any capuacity, now existing or hereafter incurred, however created or evidenced, regardless of kind, class or form, whether direct,
indrect, absolute or contingent (including obligations pursuant to any guaranty, endorsement, other assurance of payment or
otherwise), whether joint or several, whether from time to hine reduced and thereafter increased, or cntirely extinguished and
thereafter retncurred, together with all extensions, renewals and repiacements thereof, and all intercst, fees, charges. costs or expenses
which acerue vun or 1n connection with the foregoing, mcluding. without hmitation, any indebicdness or obligations (1) not yet
outstanding but contracted for. or with regard to which any other commitment by Securcd Party exists; {n) anising pnior to, during or
after any pendency of any bankruptcy, insolvency, receivership or other similar proceeding, regardless of whether allowed m
Jlowable in such proceeding, (i) owed by Debtor to others and which Secured Party obtamned. or may obtain, by assignment or
otherwise or (i1v) payable under this Agrecment.

2. Covenants. So long as this Agreement is in effect, Debtor covenants and agrees:

21 Perfection of Seeunty Interest. Debtor shall execute and deliver to Secured Party such financing statements, control
agreements or other documents, 1n form and content satisfactory to Secured Party, as Secured Party may from time to time request to
perfect and continue the Secunty Interest. Upaon the request of Secured Party, Debior shall deliver to Secured Party any and all
wnstruments, chattel paper, negotiable documents or other documents evidencing or constituting any part of the Collateral properly
endorsed or assigned, 1n a manner satisfuctory to Secured Party Unul such delivery, Debtor shall hold such portion of the Collateral
in trust for Secured Party. Debtor shall pay all expenses for the preparation, filing, scarches and relfated costs 1 connection with the
grant and perfection of the Secunty Interest. Debtor authorizes (both prospectively and retroactively) Secured Party to file financing
statements, and any conttnuations and amendments thereof, with respect to the Collateral without Debtor’s signature. A photocopy or
other reproduction of any financing statement or this Agreement shall be sufficient as a financing statement for filing in any
Jurisdiction

2.2 Negative Pledge; Disposition of Collateral. Debtor shall not grant or allow the imposition of any lien, security interest or
encumbrance on, or assignment of, the Collateral unless consented to in writing by Secured Party. Debtor shall not make or permit to
be made any sale, transfer or other disposition of the Collateral; provided. however, prior to the occurrence of an Event of Default,
Debtor may in the oidinary course of business consistent with 1ts past practices and with prudent and standard practices uscd 1n the



industry that 1s the same or sumilar to that i which Debtor is engaged: {1} dispose of any Collateral consisting of equipment that is
obsolete or womn-out; (1) sell or exchange any Collateral consisting of equipment in connection with the acquisition of other
equipment that is at least as valuable as such cquipment, that Debtor intends to use for substantially the same purposes as such
cquipment and that is not subject to any security interest or other lien or encumbrance; (1i1) collect Collateral consisting of accounts or
assign such Collateral for purposes of collection; or (iv) sell or lease Collateral consisting of inventory. A sale. lease or other transfer
of such Collateral consisting of inventory in the ordinary course of Debtor’s business does not include a transfer in partial or complete
satisfaction of any liability or abligation or any bulk sale.

23  Condition of Collateral; Impermissible Use. Debtor shall keep the Collateral consisting of goods in good condition and
shall not commut or permit damage or destruction (other than ordinary wear and tear) to such Collateral. Debtor shall not permit any
Collateral consisting of goods (i) to be used m such a manner that would violate any insurance policy or warranty covering the
Collateral or that would violate any applicabic law of any governmental authority (including any environmental law) now or hereafter
1n effect; (i1) to become fixtures on any real property on which Secured Party docs not have a first priority mortgage lien (unless
Secured Party has been provided with an acceptable landlord/mortgagee waiver) or become an accession to any goods not included in
the Collateral; or (1n1) to be placed n any warchouse that may 1ssue a negotiable document with regard to such Collateral

24 Modification 1o Collateral. Debtor shall not, without Secured Party's prior written consent, grant any extension on,
compound, seftle for less than the full amount of, release (in whole or in part), modify, cancel, or allow for any substitution, credit or
adjustment on Collatcral consisting of accounts, chattel paper, gencral intangibles, instruments, documents or investment property,
except that in the absence of an Event of Default, Debtor may grant to account debtors, or other persons obligated with respect to the
Collateral, extenstons, credits, discounts, compromises or seitlements in the ordinary course of business consistent with its past
practices and consistent with prudent and standard practices used in the 1ndustries that are the same or similar to those 1n which
Debtor is engaged

2.5  Titled Goods. Debtor shall cause all goods included in the Collateral to be properly titled and registered to the extent
required by applicable law  Upon the request of Sccured Party, Debtor shall cause the nterest of Secured Party to be properly
indicated on any certificate of title relating to such goods and detiver to Secured Party each such certificate. and any additional
cvidence of ownership, certificates of origin or other documents evidencing any interest in such goods.

2.6  [nsurance. Debtor shall, at its own expense and at all times, maintain effectiy ¢ insurance pohcies covering damage to
persons and against fire, flood, theft and all other risks to which the Collateral may be subject, all in such amounts, with such
deductibles and i1ssued by such insurance company as shall be satisfactory to Secured Party. Such mnsurance policies shall have all
endorsements that Secured Party may require and shall further (1) name Secured Party, exclustvely, as the additional insurcd on the
casuvalty insurance und the lender’s loss payee and/or morigagee on the hazard insurance; (11) provide that Secured Party shall reccive
a minimum of thirty {30) days prior wnitten notice of any amendment or cancellation. and (1i1) insure Secured Party notwithstanding
any act or neglect of Debtor or other owner of the property described in such insurance. 1f Debtor fails to obtain the required
insurance as provided hercin. Secured Party may, but 15 not obligated, to obtain such insurance as Secured Party may deem
appropriate, incfuding, without lymitation, if Secured Party so chooses, “single interest insurance”™ which will cover only Secured
Party’s mtercst in the Collateral. Debtor shall pay or reimbursc to Secured Party the cost of such insurance. Secured Party shall have
the option, 1n 1ts sole discretion, to hold insurance proceeds as part of the Collateral, apply any insurance proceeds toward the
Obligations or allow the Debtor to apply the insurance proceeds towurds repair or replacement of the item of Collateral in respect of
which such proceeds were recerved. Upon the request of Secured Party, Debtor shall from time ta time deliver to Secured Party such
msurance policies, or other cvidence of such policies satisfactory to Secured Party, and such other related information Secured Party
may request

27  Collateral Information. Debtor shall provide all information, 1n form and substance satisfactory to Secured Party, that
Sccured Party shall from time to time request to (1) identify the nature, extent, value, age and location of any of the Collateral, or (i1}
identify any account debtor or other party obligated with respect to any chattel paper, general intangible, instrument, investment
property, document or deposit account incladed in the Collateral.

2.8 FEinancial Informauon. Debtor shall furnish to Sccured Party financial statements in such form (e g , audited, reviewed.
compiled} and at such intervals as Secured Party shall request from time to time plus any additional financial information that Secured
Party may request All such financial statements shall be in conformity with generally accepted accounting principles consistently
apphed.

29  Taxes; Licenses; Compliance with Laws Before the end of any applicable grace period, Debtor shall pay each tax,
assessment, fee and charge imposed by any governmental authority upon the Collateral, the ownership, disposition or use of any of the
Collateral, this Agreement or any instrument evidencing any of the Obligations. Debtor shall maintam in full force and effect each
license, franchise or other authonization needed for any ownership, disposition or use of the Collateral and the conduct of1ts business,
operations or affairs. Debtor shall comply with all applicable law of any governmental authonty {including any environmental law),
:fc;_w or hereafter in effect, applicable to the ownership, disposition or use of the Collateral or the conduct of its busincss, operations or

airs.

2.10  Records, Legend. Debtor shall maintain accurate and complete books and records relating to the Collateral in conformity
with generally accepted accounting principles consistently applied. At Secured Party’s request, Debtor will legend, in form and
manner satisfactary to Secured Party, its books and records to indicate the Security Interest.



2.11 Additional Collateral. Ifat any time the liquidation value of any of the Collateral is unsatisfactory to Secured Party, then,
on demand of Secured Party, Debtor shall immediately (1) furmish such additional collateral satisfactory to Secured Party to be held by
Secured Party as If originally pledged hereunder and execute such additional security agreements, financing statements or other
agreements as requested by Secured Party, or (i1) repay the Obligations to bring the outstanding amount of the Obligations to within a
satisfactory relanenshtp to the liquidation value of the Collateral.

212 Nonfications of Change. Immediately upon acquiring knowledge or reason to know of any of the following, Debtor shall
notify Secured Party of the occurrence or existence of (1) any Event of Default; (1) any event or condition that, after notice, lapse of
time or after both notice and lapse of time, would constitute an Event of Default; (11i) any account or general intangible that anses out
of a contract with any governmental authority (including the United States); (iv) any event or candition that has or (so far as can be
foreseen) will or might have any material adverse effect on the Collateral (including a material loss destruction or theft of, or of any
damage to, the Collateral, material decline in value of the Collateral or a matenal default by an account debtor or other party’s
performance of obhgations with respect to the Collateral). on Debtor or its business, operations, affairs or condition (financial or
otherwise)

2.13  LienLaw Ifanyaccount or general intangible included in the Collateral represents money owing pursuant to any contract
for the improvement of real property or for a public improvement for purposes of the Lien Law of the State of New York (the “Licn
Law™), Debtor shall (1) give Secured Party notice of such fact; (1i) receive and hold any money advanced by Secured Party with
respect to such account or general intangible as a trust fund to be first applied to the payment of trust claims as such term is defined in
the Lien Law (Section 71 or otherwise); and (i) unti} such trust claim is paid, not use or permit the usc of any such money for any
purpose other than the payment of such trust claims

2.14  Protection of Collateral, Further Assurunces. Debtor shall, at its own cast, farthfully preserve, defend and protect the
Security Interest as a prior perfected security interest in the Collateral under the UCC and other applicuble law, superior and prior to
the nghts of all third parties (other than those pernutted pursuant to Section 3.1) and shall defend the Collateral agamst all setoffs,
claims, counterclaims, demands and defenses. At the request of Secured Party, Debtor shall do, obtain, make, cxccute and deliver all
such additional and further acts, things, deeds, assurances and instruments as Secured Party may deem neccessary or advisable from
time to time 10 order to attach, continue, preserve, perfect or protect the Security Interest and Secured Party’s nights hereunder
including obtaining waivers {in form and content acceptable to Secured Party) from landlords, warehousemen and mortgagecs.
Debtor hereby 1rrevocably appoints Secured Party. its officers, employees and agents, or any of them, as attorncys-in-fact for Debtor
with full power and authonity in the place and stead of Debtor and in the name of Debtor or its own name from time to time 1n Secured
Party’s discretion, to perform all acts which Secured Party deems appropriate to attach, continuc. preserve or perfect and continue the
Security Interest, including sigming for Debtor (to the extent such signature may be required by applicable law) UCC-] financing
statements, UCC-3 amendment or other instruments and documents to accomplish the purposes of this Agreement. This power of
attorney, being coupled with an inferest, 1s irrevocable and shall not be affected by the subsequent disability or incompetence of
Debtor

3. Representations and Warranties. Debtor represcnts, warrants and agrees as follows:

3.1 Title Debtor holds good and marketable title to the Collateral free and clear from any secunty nterest or other hen or
encumbrance of any party, other than the Security [nterest or such liens, security interests or other hiens or encumbrances specifically
permutted by Sccured Party and set forth on Exhibit A hereto (“Permitted Liens™). Debtor has not made any prior sale, pledge,
cncumbrance, assignment or other disposition of any of the Collateral except for the Permitted Liens.

32 Authority. If Debtor i1s a bustness entity, 1t 1s duly organized, vahidly existing and tn good standing under the laws of the
ubove-named state of organization. Debtor has the full power and authority to grant the Security Interest and to execute, deliver and
perform 1ts obligations m accordance with this Agreement. The execution and delivery of this Agreement will not (1) violate any
applicable law of any governmental authority or any judgment or order of any court, other govemmental authority or arbitrator, (ii)
violate any agreement goverming Debtor or to which Debtor 1s a party: or (ii) result in a security interest or other lien or encumbrance
on any of Deblor’s ussets, except in favor of Secured Party. Debtor’s certificate of incorporation, by-laws or other organizational
documents do not prohibit any term or condition of this Agreement. Each authorization, approval or consent from, cach registration
and filing with, cach declaration and notice to, and each other act by or relating to, any party required as a condition of Debtor’s
execution, delivery or performance of this Agreement (including any shareholder or board of directors or similar approvals) has been
duly obtained and 15 1n full force and cffect Debtor has the power and authority to transact the business in which it is engaged and is
duly licensed or qualified and in good standing in each jurisdiction in which the conduct of its business or ownership of property
requires such heensing or such qualhification.

33 Judgments and Litigation. There 1s no pending or threatened claim, audit, investigation, action or other legal proceeding
or judgment or ordet of any court, agency or other governmental authonty or arbitrator which involves Debtor or the Collateral and
which might have a material adverse effect upon the Collateral, the Debtor, its business, operations, affairs or condition (financial or
otherwise), or threaten the validity of this Agreement or any related document or action. Debtor will immediately notify Secured Party
upon acquiring knowledge of the foregoing.

34  Enforccability of Collateral. Instruments, chattel paper, accounts or documents which constitute any part of the Collateral
are genuine and enforceable i accordance with their terms, comply with the applicable law of any governmental authority conceming



form, content, manner of preparation and execution, and all persons appearing to be obligated on such Collateral have authonty and
capacity to contract and are 1 fact obligated as they appear to be on such Collateral. There are no restrictions on any assignment or
other transfer or grant of the Secunty Interest by Debtor. Each sum represented by Debtor from time to time as owing on accounts,
instruments, deposit accounts, chattel paper and general intangibles constituting any part of the Collateral by account debtors and
other parties with respect to such Collateral is the sum actually and unconditionally owing by account debtors and other parties with
respect thereto at such time, except for apphcable normal cash discounts. None of the Collateral is subject to any defense, set-off,
¢laim or counterclaim of a material nature against Debtor except as to which Debtor has notified Secured Party in wniting.

3.5  Location of Chief Executive Office, Records, Collateral. The locations of the following are listed on page one of this
Agreement or, if different or additional, on Exhibit A hereto: (i) Debtor’s residence, principal place of business and chicf executive
office; (i) the office n which Debtor maintains its books or records relating to the Collateral; (in) the facility (including any storage
facihity) at which now owned or subsequently acquired 1nventory, equipment and fixtures constituting any part of the Collateral shall
be kept; and {iv) the real property on which any crop included in the Collateral is growing or 1s to be grown, or on which any timber
constituting any part of the Collateral 1s or is to be standing. Debtor will not effect or permit any change in any of the foregomng
locations (or remove or permit the removal of the records or Collateral therefrom, except for mabtile equipment included in the
Collateral which may be moved to another location for not more than 30 days) without 30 days prior written notice to Secured Party
and all actions deemed necessary by Sccured Party to maintain the Security Interest mtended 1o be granted hereby at all times fully
perfected and in full force and effect have been taken. All of the locations isted on page one or Exhibit A are owned by Debtor, of if
not, by the party(ies) 1dentified on Exhibit A.

3.6  Structure; Name. Debtor’s organizational structure, state of registration and orgamzational identification number (if any)
are stated accurately on page one of this Agreement, and its full legal name and any trade name used 1o identify it are stated accurately
on page one of this Agreement, or if different or additional are listed on Exhibit A hereto. Debtor will not change its name, any trade
names or 1ts identity, tts organizational structure, state of registration or organizational sdentification number without 30 days prior
written notice to Securcd Party All actions deemed necessary by Secured Party to maintain the Security Interest intended to be
granted hereby at all times fully perfected and in full force and effect have been taken.

4. Performance and Expenditures by Secured Party. If Debtor fails to perform or comply with any of the terms hereof, Secured
Party, at its option, but without any obligation so to do, may perform or comply, or otherwisc cause performance or compliance, with
such terms including the payment or discharge of all taxes, fees, security interest or other liens, encumbrancces or claims, at any time
levied or placed on the Collateral. An election to make expenditures or to take action or perform an obligation of Debtor under this
Agreement, after Debtor’s failure to perform, shall not affect Sccured Party's night to declare an Event of Default and to exercise its
remedies  Nor shall the provisions of this Section relieve Debtor of any of its obligations hereunder with respect to the Collateral or
mmpose any obhgation on Secured Party to proceed in any particular manner with respect to the Collateral.

5. Duty of Secured Party. Secured Party's sole duty with respect to the custody, safekecping and physical preservation of the
Collateral m 1ts possession shall be to deal with 1t 1n the same manner as Secured Party deals with similar property for its own
account. Netther Sccured Party nor 1ts directors, officers, employces or agents shall be hable for failure to demand. collect or realize
upon the Collateral or for any delay in doing so or shall be under any obligation to scll or otherwisc dispose of the Collateral upon the
request of Debtor or any other person or to take any ofher action whatsoever with regard to the Collateral. The powers conferred on
Secured Party hereunder are solely to protect Secured Party's interests in the Collateral and shall not impose any duty upon any
Secured Party to exercise any such powers. Secured Party shall be accountable only for amounts that it actually receives as a result of
the exercise of 1ts powers under this Agreement, and neither 1t nor its officers, directors, employees or agents shall be responsible to
Debtor for any act or failure to act hereunder. except for its own gross negligence or willful misconduct

6. Certain Rights and Remedies.

61 Inspection; Venification. Secured Party, and such persons as it may designate, shall have the nght from time to time to (1)
audit and nspect (a) the Collateral, (b} all books and records related thereto (and make extracts and copies from such records), and (c)
the premises upon which any of the Collateral or books and records may be located; (i1) discuss Debtor's business, operations, affairs
or condition {financial or otherwise) with its officers, accountants, and (inn) verify the validity, amount, quality, quantity. value,
condition and status of, or any other matter relating to the Collateral in any manner and through any medium Secured Party may
consider appropriate (including contacting account debtors or third party possessing the Collateral for purpose of making such
verification) Debtor shall fumish all assistance and information and perform any acts Secured Party may require regarding thercto.
Debtor shall bear the cost and expense of any such mnspection and verification.

62  Notficanon of Secunty Interest. Sccured Party may notify any or all account debtors and other person obhgated with
respect 6 the Collateral of the Security Interest therein. Upon the request of Secured Party, Debtor agrees to enter into such
warchousing, lockbox or other custodial arrangement with respect 1o any of the Collateral that Secured Party shall deem necessary or
desirable.

.3 Application of Proceeds. Secured Party may apply the proceeds from the sale, lease or other disposition or realization
upon the Collateral to the Obligations mn such order and manner and at such time as Secured Party shall, n 1ts sole discretion,
determine. Debtor shall remain liable for any deficiency ifthe proceeds of any salc, lease or other disposition or realization upon the
Collateral are insufficient to pay the Obligations. Any proceeds received by Debtor from the Collateral after an Event of Default shall
(1) be held by Debtor in trust for Secured Party 1n the same medium in which received; (ii) not be commingled with any assets of



Debtor; and (ni) be delivered to Secured Party in the form received, properly indorsed to permit collection. After an Event of Default,
Debtor shall promptly noufy Secured Party of the return to or repossession by Debtor of goods constituting part of the Collateral, and
Debtor shall hold the same in trust for Secured Party and shall dispose of the same as Secured Party directs.

64 Income and Proceeds of Instruments and Investment Property. Until the occurrence of an Event of Default, Debtor
reserves the right to request to recerve all cash income or cash distribution (whether in cash or evidenced by check) payable on
account of any instrument or investment property constituting part of the Collateral (collectively, “Cash Distribution™). Until actually
paid, all rights in the foregoing shall remain subject to the Security Interest. Any other income, dividend, distribution, increase in or
profits {including any stock 1ssued as a result of any stock split or dividend, any capital distributions and the like) on account of any
instrument or investment property constituting part of the Collateral and, upon the occurrence of an Event of Default, all Cash
Distributions, shall be delivered to Secured Party immediately upon receipt, in the exact form received and without commingling with
other property which may be received by, paid or delivered to Debtor or for Debtor’s account, whether as an addition to, in discharge
of, m substitution of, or in exchange of the Collateral. Until delivery, such Collateral shall be held in trust for Secured Party.

6.5  Reestered Holder of the Collateral. Secured Party shall have the right to transfer to or regaster (with or without reference
to this Agrcement) in the name of Secured Party or its nomnee any investment property, gencral intangible, instrument or deposit
account constituting part of the Collateral so that Sccured Party or such nomunee shall appear as the sole owner of record thereof;
provided, however, that so long as no Event of Default has occurred, Secured Party shall deliver to Debtor all notices, statements or
other communications recerved by 1 or its nominee as such registered owner, and upon demand and recerpt of payment of necessary
espenses thereof, shall give to Debtor or 1ts designee a proxy or proxies to vote and take all action with respect to such Collateral.
After the occurrence of any Event of Default, Debtor waives all rights to be advised of or to receive any notices, statements or
communzcations received by Secured Party or 1ts nominee as such record owner, and agrees that no proxy or proxies given by Secured
Party to Debtor or its designee as aforesaid shall thercaficr be effective.

7.  Default.

7.1  EventsofDefault Any of the follawing events or conditions shall constitute an “Event of Default™: (i) failure by Debtor
to pay when due {whether at the stated maturity, by accelcration, upon demand or otherwise) the Obligations, or any part thereof, or
there occurs any event or condition which after natice, lapse of time or after both notice and lapse of time will permit acceleration of
any Obligation; (11) default by Debtor in the performance of any obligation, term or condition of this Agreement or any other
agrecment with Secured Party or any of its affiliates or subsidianies (collectively, “Affiliates™}; (1) failure by Debtor to pay when due
(whether at the stated maturity, by acceleration, upon demand or otherwise) any indebtedness or obligation owing to any third party or
any Affiliate, the occurrence of any event which could result in acceleration of payment of any such indebtedness or obligation or the
1ailure ro perform any agreement with any third party or any affiliate; (1v) Debtor 1s dissolved, becomes insolvent. generally fails to
pay ar admits in writing its inability generally to pay us debts as they become due; (v) Debtor makes a general assignment,
arrangement or composition agreement with or for the benefit of 1ts creditors or makes, or sends notice of any intended, bulk sale: the
sale, assignment, transfer or delivery of all or substantially all of the assets of Debtor to a third party; or the cessation by Debtor as a
going business concern: (vi) Debtor files a petition 1n bankruptcy or institutes any action under federal or state law for the relief of
debtors or sceks or consecuts to the appomntment of an administrator, recetver. custodian or simular officral for the wind up of its
busmness {or has such a petition or action filed against it and such petition action or appomtment 1s not dismissed or staved within
forty-five (43) days), (vit) the reorganization, merger, consolidation or dissolution of Debtor (or the making of any agreement
therefor), (vii1l the death or judicial declaration of incompetency of Debtor, 1f an individual: (1x) the entry of any judgment or order of
any court, other governmental authority or arbitrator against Debtor; (x) falsity, omission or inaccuracy of facts submitted to Secured
Purty or any Affiliate (whether 1 a financial statcment or otherwise); (xi) an adverse change in the Collatcral. Debtor, its busmess,
operations, affairs or condition (financial or otherwise) from the status shown on any financial staterment or other document subrmutted
to Sccured Party, and which change Secured Party determines will have a matenal adverse affect on (a) Debtor, its business,
operations or condition (financial or otherwise), or {b) the ability of Debtor te pay or perform the Obligations; {xii) any pension plan
of Debtor fails to comply with applicable law or has vested unfunded liabilities that, in the opimion of Secured Party, might have a
matenal adverse effect on Debtor’s ability to repay 1ts debts, (x1i1) any indication or evidence received by Secured Party that Debtor
may have directly or indirectly been engaged in any type of activity which, in Secured Party’s discretion, might result in the forfeiture
of any property of Debtor to any governmental authority; (x1v) the occurrence of any event described in Scction 7.1(1) through and
ncluding 7 1({xin) with respect to any endorser, guarantor or any other party liable for, or whose assets or any interest therein secures,
payment of any of the Obligations; or (xv) Secured Party 1n good faith deems itself insecure with respect to payment or performance
of the Obligations.

7.2 Rights and Remedies Upon Default. Upon the occurrence of any Event of Default, Secured Party without demand of
performance or other demand, presentment, protest, advertisement or notice of any kind {(except any notice required by law) to or upon
Debtor or any other person (all and each of which demands, presentments, protests, advertisements and notices are hereby waived),
may excrcise all rights and remedies of a secured party under the UCC, under other applicable law, in cquity or otherwise or available
under n this Agreement imcluding:

721 Obhgations Immediately Due; Temmunation of Lending. Secured Party muy declare alf or any part of any Obligations not
payable on demand fo be immediately due and payable without demand or notice of any kind  All or any part of any
Obligations whether or not payable on demand, shall be immediately due and payable automatically upon the occurrence of an
Event of Default m Section 7 1 {v1) above. The provisions hereof are not intended in any way to affect any rights of Secured



party with respect to any Obligations which may now or hereafter be payable on demand Secured Party may termunate any
obligation 1t may have to grant any additional loan, credit or other financial accommodation to Debtor.

7.2.2 Access to Collateral. Secured Party, or its agents, may peaceably retake possession of the Collateral with or without
notice or process of law, and for that purpose may enter upon any premises where the Collateral is located and remove the same.
At Secured Party’s request, Debtor shall assemble the Collateral and deliver it to Secured Party or any place designated by
Secured Party, at Debtor’s expense.

7.2.3 Sell Collateral. Secured Party shall have the right to sell, lease or otherwise dispose of the Collateral in one or more parcels at
public or private sale or sales upon such terms and conditions as it may deem advisable and at such prices as it may deem best, for
cash or on credit or for future deftvery without assumption of any credit risk. Each purchaser at any such sale shall hold the property
sold absolutely. free from any claim or nght on the part of Debtor. Debtor hereby waives (to the extent permitted by law) all nghts
of redemption, stay and appraisal which Debtor now has or may at any time 1n the future have under any apphicable law now existing
or hereafter enacted. Secured Party shall have the right to use Debtor’s premises and any matenials or rights of Debtor {including
any ntcllectual property nights) without charge for such sales or disposition of the Collateral or the completion of any work 1n
progress for such times as Secured Party may see fit. Without in any way requinng notice to be gtven n the following time and
manner, Debtor agrees that with respect to any notice by Secured Party of any sale, lease or other disposition or realization or other
mtended action hereunder or 1n connection herewith, whether required by the UCC or otherwise, such notice shall be deemed
reasonable and proper if given at least five {5) days before such action in the manner described below in the Section entitled
“Notices”.

72.4 Collect Revenues. Secured Party may either directly or through a receiver (i) demand, collect and sue on any Collateral
consisting of accounts or any other Collateral including notifying account debtors or any other persons obligated on the
Collateral to make payment on the Collateral directly to Secured Party. (u) file any claim or to take any other action or
proceeding 1n any court of law or cquity or otherwise decmed appropnate by Secured Party with respect to the Collateral or to
enforce uny other right in respect of the Collateral; (ni) 1ake control, 1n any mannet, of any payment or proceeds from the
Collateral: (1v) prosecute or defend any suit, actton or proceeding brought against Debtor with respect to the Collateral; (v)
settle, compromise or adjust any and all claims ansing under the Collateral or, to give such discharges or releases as Secured
Party may decm appropriate; (vi) receive and collect all mail addressed to Debtor, direct the place of delivery thereof to any
location designated by Secured Party; to open such mail; to remove all contents therefrom; to retain all contents thercof
constifuting or relating to the Collateral: (vii) execute, sign or endorse any and all claums, endorsements, assignments, checks or
other mnstruments with respect to the Collateral, or (viii) generally, use, sell, transfer, pledge and make any agreement with
respect 1o or otherwise dcal with any of the Collateral; and Debtor hereby 1rrevocably appoints Secured Party, its officers,
employecs and agents, or any of them, as attorneys-in-fact for Debtor with full power and authonity in the place and stead of
Debtor and 1n the name of Debtor or in its own name from time to time 1n Secured Party’s discretion, to take any and all
appropriate action Secured Party dcems necessary or desirable to accomplish any of the foregoing or otherwise to protect,
preserve, collect or realize upon the Collateral or to accomplish the purposes of this Agreement Debtor revakes each power of
attorney (including any proxy) herctofore granted by Debtor with regard to the Collateral. This power of attorney, being
coupled with an ntercst, is irrevocable and shall not be affected by the subsequent disabihty or incompetence of Debior.

7 2.5 Setoff. Secured Party may place an admimstrative hold on and set off against the Obligations any property held in a deposit
or other account with Secured Party or any of its Affiliates or otherwise owing by Secured Party or any of its Affiliates in any
capacity to Debtor. Such sct-off shall be dcemed to have been exercised immediately at the time Secured Party or such Affilare
elects to do so

8. Expenses. Debtor shall pay to Secured Party on demand all costs and expenses (including ali reasonable fees and disbursements
of all counsel retamed for advice, suit, appeal or other proceedings or purpose and of any experts or agents it may retam), which
Secured Party may incur in connection with (1) the administration of this Agreement, including any administrative fees Secured Party
may impose for the preparation of discharyes, releases or assignments to third-parties; (11) the custody or preservation of|, or the sale,
lease or other disposition or realization on the Collateral; (in) the enforcement and collection of any Obligations or any guaranty
thereof. (1v) the cxercise, performance .enforcement or protection of any of the rights of Secured Party hercunder; or (v) the failure of
Debtor to perform or observe any provistons hereof. After Such demand for payment of any cost, expense or fee under this Section or
clsewhere under this Agreement, Debtor shall pay interest at the highest default rate specified 1n any instrument evidencing any of the
Obligations from the date payment 1s demanded by Secured Party to the date reimbursed by Debtor. All such costs, expenses or fees
under this Agreement shall be added to the Obligations.

9. Indemnification. Debtor shall ndemnify Secured Party and its Affiliates and each officer, employee. accountant, attorncy and
other agent thereof (each such person being an “Indemnified Party”™) on demand, without any hmitation as to amount, against each
habihity, cost and expense (including all reasonable fees and disbursements of all counsel retained for advice, suut, appeal or other
proceedings or purpose, and of any expert or agents an Indemnified Party may retain) heretofore or hereafter imposed on, incurred by
or asserted agamst any Indemmified Party (including any claim involving any allegathion of any violation of apphcable law of any
governmental authority (including any environmental law o5 criminal law)), however asserted and whether now existing or hereafter
arising, arising out of any ownership, disposition or use of any of the Collateral; provided, however, the foregomg indemnity shall not
apply to liability, cost or expense solely attributable to an Indemnified Party’s gross neghgence or willful misconduct. This indemmty
agreement shall survive the termination of this Agreement. Any amounts payable under this or uny other section of this Agreement
shall be additional Obligations secured hereby.
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10. Miscellaneous.

10.1 Notices. Anydemand or notice hereunder or under any applicable faw pertaining hereto shall be in writing and duly given
1f delivered to Debtor (at its address on Secured Party’s records) or to Secured Party (at the address on page one and separately to
Secured Party’s officer responsible for Debtor’s relationship with Secured Party). Such notice or demand shall be deemed sufficiently
given for all purposes when dehivered (i} by personal delivery and shall be deemed effective when delivered, or (1) by mail or courier
and shall be deemed effective three (3) business days after deposit in an official depository mantained by the United States Post
Office for the collection of mai} or one (!) business day after delivery to a nationally recognized overmight couner service {e.g.,
Federal Express). Notice by e-mail is not valid notice under this or any other agreement between Debtor and Secured Party.

10.2 Goverming Law; Jurisdiction. This Agrecment has been delivered to and accepted by Secured Party and will be deemed to
be made 1n the State of New York. Except as otherwise provided under federal law, this Agreement wall be interpreted in accordance
with the laws of the State of New York excluding its conflict of laws rules. DEBTOR HEREBY IRREVOCABLY CONSENTS
TO THE EXCLUSIVE JURISDICTION OF ANY STATE OR FEDERAL COURT IN THE STATE OF NEW YORK IN A
COUNTY OR JUDICIAL DISTRICT WHERE SECURED PARTY MAINTAINS A BRANCH AND CONSENTS THAT
SECURED PARTY MAY EFFECT ANY SERVICE OF PROCESS IN THE MANNER AND AT DEBTOR’S ADDRESS SET
FORTH ABOVE FOR PROVIDING NOTICE OR DEMAND; PROVIDED THAT NOTHING CONTAINED IN THIS
AGREEMENT WILL PREVENT SECURED PARTY FROM BRINGING ANY ACTION, ENFORCING ANY AWARD OR
JUDGMENT OR EXERCISING ANY RIGHTS AGAINST DEBTOR INDIVIDUALLY, AGAINST ANY SECURITY OR
AGAINST ANY PROPERTY OF DEBTOR WITHIN ANY OTHER COUNTY, STATE OR OTHER FOREIGN OR
DOMESTIC JURISDICTION. Debtor acknowledges and agrees that the venue provided above is the most convenient forum for
both Secured Party and Debtor. Debtor waives any objection to venue and any objection based on a more convenient forum in any
action instituted under this Agreement.

10.3  Secunty Interest Absolute. All rights of Secured Party hereunder, the Security Interest and all obligations of Debtor
hereunder shall be absolute and unconditional irrespective of (1) any filing by or against Debtor of any petition n bankruptcy or any
action under federal ar state {aw for the relief of debtors or the secking or consenting to of the appointment of an admnistrator,
recelver, custodian or similar officer for the wind up of its business, (i1} any lack of validity or enforceability of any agreement with
respect to any of the Obligations, (n1) any change in the time, manner or place of payment of, or in any other term of, all or any of the
Obligations, or any other amendment or waiver of or any consent to any departure from any agreement or instrument with respect to
the Obhigalions. (1v) any exchange, release or non-perfection of any lien or any release or amendment or watver of or consent under or
departure from any guarantee, sccuring or guaraniecing all or any of the Obligations, or (v) any other circumstance that nmght
otherwisc constitute a defense available to, or a discharge of, Debtor 1n respect of the Obligations or this Agreement  [f, after receipt
of any payment of all or any part of the Obligations, Secured Party 1s for any rcason compelled to surrender such payment to any
person or entity, because such payment 1s determined to be void or voidable as a preference, impermussible setoff. or a diversion of
trust funds, or for any other reason, such payment shall be reinstated as part of the Obhigations and this Agreement shall continue 1n
full force notwithstanding any contrary action which may have been taken by Secured Party in reliance upon such payment, and any
such contrary action so taken shall be without prejudice to Secured Party’s rights under this Agreement and shail be deemed to have
been conditroned upon such payment having become final and irrevocable.

104 Remedies Cumulative, Preservation of Rights. The rights and remedies herein are cumulative, may be exercised singly or
concurrently and are not exclusive of any other rights or remedies which Secured Party may have under other agreements now or
hercafter in effect between Debtor and Secured Party, at law {including under the UCC) or in equity. No failure or delay of Secured
Party 1n exercising any power or right hereunder shall operate as a waiver thereof, nor shall any single or partial exercise of any such
right or power. or any abandonment or discontinuance of steps to enforce such a right or power, preclude any other or further exercise
thercof or the exercise of uny other right or power Debior expressly disclaims any reliance on any course of dealing or usage of trade
or oral representation of Secured Party including representations to make loans to Debtor. No notice to or demand on Debtor in any
case shall entitle Debtor to any other or further notice or demand in similar or other circumstances.

10.5  Jomnt and Several; Successors and Assigns. If there is more than one Debtor. each of them shall be jointly and severally
liable for all amounts. which become due, and the performance of all obligations under this Agreement and the term “Debtor™ shall
include each as well as all of them. This Agreement shall be binding upon Debtor and upon its heirs and legal representatives, its
successors and assignees, and shail inure to the benefit of, and be enforceable by, Secured Party, its successors and assignees and each
direct or indirect assignee or other transferee of any of the Obligations; provided, however, that this Agreement may not be assigned
by Debtor without the prior written consent of Secured Party.

J0.6  Waivers; Changes 1n Wnting. No course of dealing or other conduct. no oral agreement or representation made by
Secured Party or usage of trade shall operate as a waiver of any nght or remedy of Secured Party No warver of any proviston of this
Agrcement or consent te any departure by Debtor therefrom shall in any event be effective unless made specifically in wnting by
Securcd Party and then such watver or consent shall be effective only in the specific mstance and for the purpose for which given. No
modification to any provision of this Agrcement shall be effective unless made in wnting in an agreement signed by Debtor and
Secured Party

10.7 Interpretaion Unless the context otherwise clearly requires, references to plural includes the singular and references to
the singular include the plural: the word “or” has the inclusive meaning represented by the phrase “and‘or™; the word “including”,
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includes™ and “include” shalt be deemed to be followed by the words “without Immitation™; and captions or section headings are solely
for convemence and not part of the substance of this Agreement. Any representation, warranty, covenant or agreement herein shall
survive execution and delivery of this Agreement and shall be deemed continuous. Each provision of this Agreement shalt be
interpreted as consistent with exssting law and shall be decmed amended to the extent necessary to comply with any confhcting law.
if any provision nevertheless is held invalid, the other provisions shall remain in effect. Debtor agrees that in any legal proceeding, a
phatocopy of this Agreement kept in Secured Party’s course of business may be admutted (nto evidence as an onginal. Terms not
otherwise defined in this Agreement shall have the meanings attnbuted to such terms in the UCC.

108 Waver of Jury Trial. DEBTOR AND SECURED PARTY HEREBY KNOWINGLY, VOLUNTARILY, AND
INTENTIONALLY WAIVE ANY RIGHT TO TRIAL BY JURY DEBTOR AND SECURED PARTY MAY HAVE IN ANY
ACTION OR PROCEEDING, IN LAW OR IN EQUITY, IN CONNECTION WITH THIS AGREEMENT OR ANY
TRANSACTIONS RELATED HERETO. DEBTOR REPRESENTS AND WARRANTS THAT NO REPRESENTATIVE OR
AGENT OF SECURED PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SECURED PARTY WILL
NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THIS JURY TRIAL WAIVER. DEBTOR
ACKNOWLEDGES THAT SECURED PARTY HAS BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY,
ANMONG OTHER THINGS, THE PROVISIONS OF THIS SECTION.

p————
Dated__ Ja&. ’ I . 2011 ADIRONDACK RAILWAY PRESERVATION SOCIETY, INC.

By: -
WILLI%M BRANSON, President

ACKNOWLEDGMENT
STATL OF NEW YORK )

S8

COUNTY OF ONONDAGA )

On the _1_ L_ _.dayol , In the year 2011, before me, the undersigned. a Nowary Public in and for said Staie, personally
appearcd WILLIAM BRANSON Jpersonally M 1o me or proved 1o me on the basis of satisfactory evidence to be the indinidual whose name 15
subscribed 1o the withm insarumedand acknow ledged to me that he executed the same 1 hus capacity, and that by his signature on the instrument, the
indnvidual, or the person upaon behaif of which the mdividual acled,

.

Notary Puklic

Michelle K Corapi - -
Notary Public, Stataof New York

Reg# 01C08054628 )
Qualified in Onondaga County
My Commission Expires Feb 12,201}

FOR SECURED PARTY USE ONLY:
Authonization Confirmed
If Debtor’s Obhigatons arise under a guaranty i favor of Secured Party, hst the name of each party whose indebtedness 1s bemng guaranteed under such

guaranty
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Exhibit A
Grant (§1.1): Debtor grants the Secunty Interest in 1ts property described below {mark applicable box)

All Equipment. [fmarked here, all equipment, including equipment which is or becomes fixtures, and any general intangibles
associated with such equipment and fixtures.

Specific Equipment. 1fmarked here, in the following described equipment, including equipment which is or becomes fixtures,

and any general intangibles associated with such equipment: Used Diesel Electric Locomotive NBEC 1835, Medel RS18U te

be renumbered ADIX 1835, four axle locomotive with 1800 horsepower engine

All Inventory. If marked here, in all inventory.

Specific Inventory. If marked here, in the following described wventory and m all inventory of the same class:

All Accounts, General Intangibles and Chattel Paper. If marked here, in all accounts, general intangibles or chattel paper.

Specific Accounts, Genera! Intangibles or Chattel Paper. If marked here, in the following described accounts, general
mtangibles or chattel paper-

Other Types of Property. 1f marked here, in the following described property-

Perrmtied Liens 1§3 1)

Residence, principal place of business or chief executive office (§3.5(i))

Location of Books and Records (§3.5(11))

Location of Inventory, Equipment, Fixtures, Crops or Timber (§3.5(1n) and §3 5(1v))
Locations Not Owned by Debtor and Name of Record Owner (§3.5)

Trade Name, “Doing Business As” Name or Assumed Name (§3.6)
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STATE OF NEW YORK N el il
COUNTY OF ONONDAGA S0
[, THOMAS P. GIVAS, being duly sworn, deposes and says:
1. I am an attorney duly licensed to practice law in the State of New York and a

partner of the law firm of Ali, Pappas & Cox, attorneys for Manufacturers and Traders
Trust Company, with an office located at 614 James Street, Syracuse, New York 13203.

2. That my attention has been called to a certain security agreement made by and
between Adirondack Railway Preservation Society, Inc. and Manufacturers and Traders
Trust Company, dated the 11th day of January, 2011.

3. That said document is a certified true copy of the original and is a complete and
identical copy in all respects to the original.

4, I make this Affidavit to induce the Surface Transportation Bgafd to file said

security agreement. /

T?(SMKS P. GIVAS -

State of New York )

County of Onondaga) %
On the M day of _7 WK Y /, in the year 2011, before me, the undersigned, a

Notary Public in and foé?ﬁd State, personally appeared THOMAS P. GIVAS personally

known to me or proved fo me on the basis of satisfactory evidence to be the individual

whose name is subscribed to the within instrument and acknowledged to me that he

executed the same in his capacity, and that by his signature on the instrument, the

individual, or the person upon behalf o}whic_h the individual acted, executed the
I

instrument. e &
p

I
| Notary Public

’

|
;o ;
k Judith A. Cad
u; Notary Public in th State of New York
alified in Opoqdega Coarv 0, (1044931286
My Commissinn Expires May 31, 20 LE



